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The AICPA Controllers Workshop gives con
trollers a forum for finding multiple solutions
to complicated issues. It offers a platform for
formulating innovative theories and acts as a
springboard for the development of unique
approaches to critical issues affecting con
trollers on a daily basis. It also provides you
with prime opportunities to meet your peers,
participate in innovative sessions, exchange
ideas and return to the office with valuable
contacts and insightful strategies. The 2001
AICPA Controllers Workshop is being
held from June 7- 8, 2001, in San Diego.
What you will learn:

• New tactics to strengthen and clarify
your role and mission as controller.
• An understanding of the most recent
critical issues such as fraud awareness
and exposures, cash and growth manage
ment, and e-business strategic planning.
• New ideas acquired through interactive
dialogue, question and answer sessions,
problem-solving exercises and lively
deliberations of case studies.

• Strategies to stimulate new ways of
thinking that can be implemented in
your work situation immediately.
• How to enhance your professional pro
file by heightening your personal attrib
utes, strengthening your leadership
qualities, developing a broader business
perspective and sharpening your func
tional expertise.
While in San Diego, get all you can of
the year-round sunshine, warm sandy
beaches and sea breezes that are the pride
of this country’s most livable city-often
referred to as “America’s Finest City.” San
Diego Bay offers you great sailing, skiing
and fishing. Or take a cruise to watch the
sea lions and view the downtown skyline
from a unique perspective. This picturesque
place beckons you to explore stretches of
its majestic seafront or stroll its charming
Ferry Landing Marketplace.
For more information or a conference
brochure, contact Member Satisfaction at:
888/777-7077

The IIA Releases New Standards and
Practice Advisories
The Institute of Internal Auditors (IIA)
announced the release of a landmark
overhaul of the Standards for the
Professional Practice of Internal Auditing.
Including the most extensive revisions
since they were established more than two
decades ago, the new Standards take into
account the revolutionary changes that
have occurred within the profession over
recent years.

The new standards support the new
assurance, consulting, risk management,
and governance-related roles set forth in the
recently broadened definition of internal
auditing and reflect the wisdom garnered
from The IIA Research Foundation’s
landmark global research, the Competency
Framework for Internal Auditing (CFIA).
The new Standards are now available
free on The IIA’s Web site, www.theiia.org.
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Boards Redux
By Warren D. Miller, MBA, CPA-ABV, CMA, Beckmill Research, Lexington, Va.

A year ago in this space, I wrote a three-part series entitled “The
Board of Directors in the Closely-Held Business.”1 The series hit a
nerve out there: I got e-mail requests and phone calls for reprints
from 28 states, South America, and Europe.
In the interim, however, several correspondents have ques
tioned whether outside directors for closely-held companies are a
good idea after all. They expressed several concerns. This article
aims to respond to those concerns and allay them.
Question #1: Why would anyone really knowledgeable want
to serve on my Board?

According to the ones to whom we’ve spoken, there is little that
gets the juices of retired CEOs going like getting back in the
action. Serving on the board (or advisory council) of a small com
pany seems to be a real tonic for them. They don’t need the money
(though if this market downdraft continues, they might!), they have
the time, and they enjoy the reward of being part of a smaller com
pany’s success.
Question #2: If outside directors don’t know me or my com
pany or my industry, what possible benefit can they bring?

It never ceases to amaze me that otherwise savvy owners, who
wouldn’t hesitate to engage a headhunter to conduct a search for a
key employee with certain qualifications, credentials, and back
ground, turn quasi-xenophobic when it comes to outside directors.
Knowledgeable professionals don’t have to know you, your com
pany, or your industry to deliver value. They may not know your
business, but they know business. Knowing the latter, they can
learn the former.
Yes, there are differences across industries and across competi
tors within a given industry. Except in technology or R&D-intensive industries, however, those differences are not great. Besides,
all industries have certain common blocking-and-tackling issues:
marketing, operations, logistics, HR, finance, accounting. The dif
ferences are at the margin. Don’t succumb to the myth of OBID.2
Those who have been successful elsewhere can be valuable to
your company. But you should define your company’s needs for
directors just as you would for any key employee. Then conduct a
disciplined search. Outside help experienced in this arena can add
valuable perspective.

1 For Parts I, II, and III, respectively, click on www.aicpa.org/pubs/cpaltr/jan2000/
supps/busind3.htm, www.aicpa.org/pubs/cpaltr/feb2000/supps/busind4.htm , and

Question #3:1 don’t think I can afford to pay these folks
what they’re worth. Or can I?

You may not be able to afford what they’re worth. But they’re in
this for something other than money. Let them decide if the oppor
tunity you offer is enough.
As a practical matter, you can probably get the people you
want for about $ 1,200/day. Some markets will be lower. We know
of one in Texas where it’s $600/day.
Will you get Warren Buffett or Jack Welch for that? Probably
not. But if you’re aiming at retired professionals and an academi
cian, $l,200/day (plus expenses, of course) should do it.
You get a bang for your buck, they get good feelings. To them
it’s worth it. Don’t worry about it.
Question #4: Should I put my banker, my attorney, my CPA,
and/or my insurance agent on my Board?

Only if you want them to retire on your payroll. We believe that
the single best way to discourage competition for your banking,
legal, tax, auditing, and/or insurance business is to put one of
those specialists on your Board. Don’t.
Remember, too, that the trait most treasured in a Board
(Council) member is independence. Council members (or direc
tors) have to be willing to tell the owner that s/he’s dead wrong
when the circumstances call for it.
Professionals with an existing business relationship with
your organization are apt to have more trouble doing that. We
don’t say that they’re incapable of independence. But why con
fuse their roles and put stress on the relationship by adding them
to your Board?
Question #5: I’m worried about being on the short end of a
majority vote to do something dumb. Should I be?

The more likely scenario is that you’ll be on the short end of a
majority vote not to do something dumb!
Outside directors in publicly-held companies have fidu
ciary responsibilities to a large group of shareholders. The legal
ramifications of such responsibilities tend to make them more
activist, if only to protect themselves and their reputations.
Usually the activism compels them to do the right thing. But
not always.
continued on page E3
www.aicpa.org/pubs/cpaltr/apr2000/supps/busind3.htm.
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continued from page E2—Boards Redux
In the closely-held business, in contrast, the shareholding
constituency is usually small. In fact, it’s often one person.
Therefore, directors’ focus is narrower. If they share the share
holder’s (s’) vision, as they should have before they agreed to
join the Board, then formal, recorded disagreements should be
few. Directors (Council members) are unlikely to ‘turn cowboy’
in the closely-held business.
To be sure, they have a vote and a voice. On occasion, the
owner might well be outvoted. In our experience, that happens. But
we have never heard of outside directors of a privately-held com
pany banding together to defeat an owner who wanted to do some
thing smart. Replacing the directors is always an option for an
unhappy owner.
Question #6: I’m planning to sell my company to a much
larger one in this industry a few years down the road. Do I
need outsiders on my Board?

Absolutely. If you intend to cash out to a “much larger” com
pany, such a company is probably already public, or is apt to
be by the time you’re ready to sell. The fact that you already
have an independent system of corporate governance will
make your company more attractive to such a buyer. The fact
that your senior managers are accustomed to outsiders asking
tough questions of them will enhance value, make the transi
tion to new ownership easier, and shorten the learning curve in
the large-company environment. All of those will be big
pluses for you.
Question #7: I’m still not convinced of the value of out
siders. Can you prove it?

We can try. For one thing, the Securities and Exchange
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Commission strongly encourages the boards of public companies
to have outsider majorities.
For another, a substantial number of the hostile takeovers
that occurred in the last twenty years targeted low-performing
companies. These targets included some once-independent
names—Cities Service, Beatrice, Combustion Engineering,
Revlon, Gulf Oil, Bendix, AMF, ABC, CBS, RCA (which
owned NBC), and AMP, to name just a few. Most of these com
panies’ boards were insider-dominated.
To be sure, closely-held businesses don’t face the sort of
discipline that leads capital to its highest and best uses. But out
side directors can help nudge owners of closely-helds towards
doing what’s best for their companies. Over the long term, that
will be what’s best for owners and their families, too.
Finally, as companies grow, their external relationships
become more important—and more complex. A major benefit of
outsiders is that they can tell insiders what different courses of
action are apt to look like to suppliers, customers and communities.
Yet another form of value may occur in the wake of tragedy.
If the owner dies or is disabled, the outsiders will be a source of
calm, stability, continuity and reassurance for employees, cus
tomers and suppliers. That is merely an extension of the primary
responsibility of any Board, public or private: To hire (and
sometimes fire) the CEO.

Warren Miller, MBA, CPA-ABV, CMA is the co-founder of
Beckmill Research, Lexington, Va. He is a former CFO and
strategy academic. He welcomes questions and suggestions
for topics for future columns. Please forward those to him via
e-mail at wmiller@beckmill.com or 540/463-6200.

Performance Measurement—Management for a
New Millennium
By Shirley Johansen
Economic Value Added, the Malcolm Baldrige Award, ISO9000,
Intellectual Capital, and the Balanced Scorecard. These terms
are being tossed around the work place with ever increasing fre
quency and enthusiasm—all in conjunction with the sweeping
notion of Performance Measurement. But what does it all mean
exactly?
For those of us not yet indoctrinated into the Performance
Measurement concept the following gives a synopsis of where it
all started; what Performance Measurement is; and, what it isn’t.

generation, revenues and margins were an executive’s primary
indicators of an organization’s success or failure. Key informa
tion on business processes was a well-guarded secret, kept from
other departments and disseminated only on a need-to-know
basis. Consequently, business decisions were repeatedly made in
a vacuum based on flawed assumptions. As the Information Age
dawned, organizations began to realize that the P&L was not the
sole indicator of success and that data had power when it was
shared as knowledge. It was this holistic approach to commerce
that gave birth to performance measurement.

Where it all Started
Like all things in this world, change is inevitable and organiza
tional management theory is no exception. Prior to the
Performance Measurement phenomenon, companies focused on
financials to inform them of how well they were doing. Profit

The Performance Measurement concept took flight in 1996
when two Harvard professors, Dr. David P. Norton and Dr. Robert
S. Kaplan, published The Balanced Scorecard. Their book
described the underlying concept and detailed a framework that
balanced out financial indicators by adding metrics for internal
continued on page E4
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continued from page E3—Performance Measurement
processes, learning, growth and customers. Initially, executives
were slow to accept this strange new concept. Today, however,
Performance Measurement is seen as something all companies
must do in order to survive, and do well in order to prosper.

What Performance Measurement Is
Performance measurement, and the management of the information
it generates, contains a number of key concepts: strategic focus,
alignment, ownership and communication.
Strategic Focus

Performance Measurement begins when the leaders of an organiza
tion determine what their strategic focus is. Usually derived from a
company’s mission or vision statement, the strategic focus directly
relates to the areas which management deem essential to sustain and
grow the business. By explicitly communicating these ideas
throughout the organization, employees are able to prioritize their
daily activities to help meet these goals.
Alignment

All departments and operational processes within an organization
have an impact on its ultimate success or failure. Performance
Measurement takes into account all the day-to-day activities
occurring within an organization, and then aligns specific actions
with the relevant strategic goals set by management. It is through
this alignment, that a company can accurately determine if their
performance is meeting targeted expectations.
This is done by quantifying the critical processes occurring
within each area or department and then placing them within a
hierarchical structure that eventually rolls up under the strategic
focus areas they impact. This pyramid structure allows an orga
nization to not only see what their overall performance is, but
allows for the navigation down through the tree to determine
which activities are maintaining their expectations or trending
upward, and which areas are beginning to slip.
Ownership

Assigning ownership to each performance indicator has three sig
nificant roles: it makes the person most knowledgeable about an
activity responsible for communicating its performance through
out the organization, it informs an employee which aspects of
their job are a priority, and demonstrates how they, as individuals,
impact the success of the organization.
By assigning ownership, or responsibility, for the perfor
mance of an activity or measure within the hierarchical frame
work, an organization has a direct link to its performance. No
longer are decisions based on assumptions. Business efforts are
now made based on complete information from those who thor
oughly understand its nuances.
Communication

With the associated commentaries disseminated by the owner on
a measures performance, all levels of personnel within an orga

nization can easily see why certain areas are doing well, why
other areas are performing poorly, and what is being done to rem
edy the situation.
Performance Measurement needs to become an integral part
of the corporate culture in order to be successful. How you report
your Performance Measurement information is critical. The best
solution is a software program that is easy to use, has minimal
training requirements, and is visually intuitive. Software solutions
like Cpa Views and pbviews, which are designed specifically for
this purpose, ensure that information is clearly presented, and
hence, actionable.
With accurate and detailed information at their fingertips, man
agement can easily monitor and focus resources on the critical indi
cators. Issues can be detected long before they have a lasting nega
tive impact. Relationships between seemingly disassociated areas
can be recognized and acted upon. Armed with this strategically
focused and comprehensible information, a company can make
well-informed business decisions on a continual basis.

What Performance Measurement Isn’t
There are two common misconceptions that occur when an organi
zation initially puts a Performance Measurement initiative in place:
New Type of Weapon and More is Better. The first misconception,
generated by employees when this type of initiative is first posi
tioned within an organization, stems from our inherent misgivings
about change. When instituting Performance Measurement, you are
rendering people accountable in a highly visible way. It is therefore
necessary to communicate to the entire organization that
Performance Measurement is not a tool used to ‘beat up employ
ees,’ but is a catalyst to help the organization grow and prosper. The
second misconception—that we must track everything we current
ly measure—is not only incorrect, but will result in the failure of the
project. Performance Measurement is not meant to be a ‘data ware
house or repository’ containing the sum total of the company’s data.
Performance Measurement is a concept that works only when the
critical metrics, those that directly relate to the strategic goals of the
organization, are continuously tracked and communicated.
The above synopsis is just that, a cursory look at Performance
Measurement. On the surface this concept seems easily achiev
able. However, the creation and implementation of a Performance
Measurement system is a bit more complex than mere common
sense and takes serious, dedicated effort, to be successful. There
is a great deal of information available for those of you who wish
to learn more about the concept and how to implement it within
your company, from dedicated Web sites, to conferences, semi
nars and books. If done correctly, ongoing Performance
Measurement is well worth the time and effort. Good Luck!
For more information, visit the AICPA Web site at:
www.aicpa.org/store/cpaview.htm.
Shirley Johansen is the former Director of Implementation
Services, Panorama Business Views.

